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April 30, 2002
Accompanying this letter is an exposure draft, approved by the Auditing Standards
Board (ASB), of a proposed Statement on Auditing Standards (SAS) and a proposed
Statement on Standards for Attestation Engagements entitled Omnibus - 2002. These
proposed Statements amend the following:
■
■
■
■
■
■
■
■
■
■
■

■
■

SAS No. 95, Generally Accepted Auditing Standards (AICPA Professional
Standards, vol. 1, AU sec. 150)
SAS No. 25, The Relationship of Generally Accepted Auditing Standards to
Quality Control Standards (AICPA, Professional Standards, vol. 1, AU sec.
161.02-.03)
SSAE No. 1, Attest Engagements (AICPA, Professional Standards, vol. 1, AT
sec.101.17 - .18)
SAS No. 47, Audit Risk and Materiality in Conducting an Audit (AICPA,
Professional Standards, vol. 1, AU sec. 312.34 - .41)
SAS No. 70, Service Organizations (AICPA Professional Standards, vol. 1, AU
sec. 324)
SAS No. 85, Management Representations (AICPA, Professional Standards, vol.
1, AU sec. 333.06, and Appendix A)
SAS No. 58, Reports on Audited Financial Statements (AICPA, Professional
Standards, vol. 1, AU sec. 508.65)
SAS No. 8, Other information Containing Audited Financial Statements (AICPA,
Professional Standards, vol. 1, AU sec. 550.07)
SAS No. 52, Required Supplementary Information (AICPA, Professional
Standards, vol. 1, AU secs. 558.02, 558.08, and 558.10)
SAS No. 29, Reporting on Information Accompanying the Basic Financial
Statements in Auditor-Submitted Documents (AICPA, Professional Standards,
vol. 1, AU sec. 551.12 and .15)
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 561.03, "Subsequent Discovery of Facts
Existing at the Date of the Auditor’s Report")
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 560.01, "Subsequent Events")
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 530, “Dating of the Independent Auditor’s
Report")

A summary of significant provisions of the proposed Statements accompanies this letter.
Comments or suggestions on any aspect of this exposure draft will be appreciated. To
facilitate the ASB’s consideration of responses, comments should refer to specific
paragraphs and include supporting reasons for each suggestion or comment.
In developing guidance, the ASB considers the relationship between the cost imposed
and the benefits reasonably expected to be derived from audits. It also considers the
differences the auditor may encounter in the audits of the financial statements of small
businesses and, when appropriate, makes special provisions to meet those needs.
Therefore, the ASB would particularly appreciate comments on those matters.
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Written comments on the exposure draft will become part of the public record of the
AICPA and will be available for public inspection at the offices of the AICPA after July
30, 2002, for one year. Responses should be sent to Sherry Boothe, Audit and Attest
Standards, AICPA, 1211 Avenue of the Americas, New York, NY 10036-8775 in time to
be received by June 30, 2002. Responses also may be sent by electronic mail to
sboothe@aicpa.org.
Sincerely,

James S. Gerson
Chair
Auditing Standards Board

Charles E. Landes
Director
Audit and Attest Standards
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SUMMARY
Periodically, the Auditing Standards Board (ASB) issues an Omnibus Statement. The
Omnibus includes proposed revisions to existing standards, either Statements on
Auditing Standards (SAS) or Statements on Standards for Attestation Engagements
(SSAE) that have been accumulated over a period of time. The proposed revisions due
to the significance of the issue and cost benefit considerations do not in and of
themselves warrant the issuance of separate standards. Therefore, an Omnibus is
issued.
WHY ISSUED AND WHAT IT DOES
■

SAS No. 95, Generally Accepted Auditing Standards (AICPA Professional
Standards, vol. 1, AU sec. 150) provides guidance with respect to the
authoritative nature of generally accepted auditing standards (GAAS). This
amendment would clarify the status of appendices to SASs as being interpretive
publications.

■

SAS No. 25, The Relationship of Generally Accepted Auditing Standards to
Quality Control Standards (AICPA, Professional Standards, vol. 1, AU sec.
161.02 - .03), and SSAE No. 1, Attest Engagements (AICPA, Professional
Standards, vol. 1, AT sec.101.17 - .18), are being amended to clarify the
relationship between Statements on Quality Control Standards (SQCS) and
engagements performed under SAS and SSAE. These amendments clarify that
although an effective quality control system is conducive to compliance with
GAAS or attestation standards, deficiencies in or noncompliance with a firm's
quality control system do not, in and of themselves, indicate that an engagement
was not performed in accordance with the applicable professional standards.

■

SAS No. 47, Audit Risk and Materiality in Conducting an Audit (AICPA,
Professional Standards, vol. 1, AU sec. 312), paragraphs .04 and .09, require the
auditor to consider adjustments individually and in the aggregate. Paragraphs
.34 through .41 in the section entitled “Evaluating Audit Findings" do not indicate
that the auditor should evaluate misstatements individually and in the aggregate.
This proposed amendment would clarify the auditor’s responsibility with respect
to evaluating audit adjustments.

■

Interpretation No. 6, “Responsibilities of Service Organizations and Service
Auditors With Respect to Subsequent Events in a Service Auditor's Engagement,
of SAS No. 70, Service Organizations (AICPA, Professional Standards, vol. 1,
AU sec. 9324.38-.40), includes guidance regarding subsequent events. This
guidance currently states that “A service auditor should consider inquiring of
management” about subsequent events. This proposed amendment would revise
the guidance to state that “A service auditor should inquire of management”
about subsequent events and bring the guidance from the interpretation into SAS
No. 70.

■

The exposure draft entitled Consideration of Fraud in a Financial Statement
Audit requires the auditor to make inquiries of management about fraud and the
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risk of fraud. In support of and consistent with these inquiries, this proposed
amendment would revise the guidance for management representations about
fraud currently found in SAS No. 85, Management Representations (AICPA,
Professional Standards, vol. 1, AU sec. 333), paragraph 6h and Appendix A.
SAS No. 58, Reports on Audited Financial Statements (AICPA, Professional
Standards, vol. 1, AU sec. 508.65), states that the auditor’s report on
comparative financial statements should be dated as of the date of completion of
the most recent audit. The guidance found in SAS No. 1, Codification of Auditing
Standards and Procedures (AICPA, Professional Standards, vol. 1, AU sec.
530.01, "Dating of the Independent Auditor’s Report”), states that “Generally, the
date of completion of the field work should be used as the date of the
independent auditor’s report.” This proposed amendment would make the
guidance in AU section 508.65 consistent with the guidance in AU section 530.01
by using the term “completion of fieldwork” as opposed to “completion of his most
recent audit.”
SAS No. 8, Other Information in Documents Containing Audited Financial
Statements (AICPA, Professional Standards, vol. 1, AU sec. 550), and SAS No.
52, Required Supplementary Information (AICPA, Professional Standards, vol. 1,
AU sec. 558.08 and .10), do not indicate whether an auditor may issue a report
providing an opinion, in relation to the basic financial statements taken as a
whole, on supplementary information and other information that has been
subjected to auditing procedures applied to the audit of those basic financial
statements. This amendment would clarify that such reporting is allowed.
The applicability paragraph to SAS No. 52, Required Supplementary Information,
as currently written, does not include such items as AICPA Industry Audit and
Accounting Guides, which are considered generally accepted accounting
principles (GAAP) as described in SAS No. 69, The Meaning of Present Fairly in
Conformity With Generally Accepted Accounting Principles (AICPA, Professional
Standards, vol. 1, AU sec. 411), as amended. This amendment would include all
sources of GAAP in the applicability section of SAS No. 52.
The current guidance on supplementary information is silent as to whether the
auditor is permitted to report that Required Supplementary Information in an
auditor-submitted document that is neither incomplete, nor otherwise deficient, is
fairly stated in relation to the basic financial statements taken as a whole. This
amendment would revise the guidance in SAS No. 29, Reporting on Information
Accompanying the Basic Financial Statements in Auditor-Submitted Documents
(AICPA, Professional Standards, vol. 1, AU sec. 551), paragraph .15 (paragraph
.15 has been split and revised as paragraphs .15 and .16), and delete footnote 6
to clarify the reporting guidance with respect to required supplementary
information.
SAS No. 1 , Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vo). 1, AU sec. 560, "Subsequent Events), paragraph
.01, currently defines subsequent events in terms of the date of issuance of the
auditor's report. In order to make the auditing standard consistent with
accounting standards (Statement of Financial Statement Accounting Standards
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No. 5, Accounting for Contingencies), this proposed amendment would delete the
reference to the auditor's report from the definition of subsequent events.
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 561, "Subsequent Discovery of Facts
Existing at the Date of the Auditor’s Report"), paragraph .01, and the title to the
section, refer to subsequent discovery of facts existing at the date of the auditor's
report. The wording of AU section 561.03, however, implies that the auditor’s
responsibility extends through the date of issuance of the report. This is
inconsistent with the intent of the section. The proposed amendment to AU
section 561.03 would clarify the auditor’s responsibility with respect to
subsequent events.
SAS No.1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 530, “Dating of the Independent Auditor’s
Report"), provides guidance regarding the dating of the independent auditor’s
report. When discussing the time frame with respect to subsequent events, the
current guidance refers to the date of issuance of the auditor’s report. This
amendment clarifies that the date referred to is the date of issuance of the
related financial statements.
HOW IT AFFECTS EXISTING STANDRDS
These proposed Statements amends the following:
■
■

■
■
■
■
■
■
■
■

■

SAS No. 95, Generally Accepted Auditing Standards (AICPA Professional
Standards, vol. 1, AU sec. 150)
SAS No. 25, The Relationship of Generally Accepted Auditing Standards to
Quality Control Standards (AICPA, Professional Standards, vol. 1, AU sec.
161.02-.03)
SSAE No. 1, Attest Engagements (AICPA, Professional Standards, vol. 1, AT
sec.101.17-.18)
SAS No. 47, Audit Risk and Materiality in Conducting an Audit (AICPA,
Professional Standards, vol. 1, AU sec. 312.34 - .41)
SAS No. 70, Service Organizations (AICPA, Professional Standards, vol. 1, AU
sec. 324)
SAS No. 85, Management Representations (AICPA, Professional Standards, vol.
1, AU sec. 333.06, and Appendix A)
SAS No. 58, Reports on Audited Financial Statements (AICPA, Professional
Standards, vol. 1, AU sec. 508.65)
SAS No. 8, Other Information Containing Audited Financial Statements (AICPA,
Professional Standards, vol. 1, AU sec. 550.07)
SAS No. 52, Required Supplementary Information (AICPA, Professional
Standards, vol. 1, AU secs. 558.02, 558.08 and 558.10)
SAS No. 29, Reporting on Information Accompanying the Basic Financial
Statements in Auditor-Submitted Documents (AICPA, Professional Standards,
vol. 1, AU secs. 551.12 and 551.15)
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 561.03, "Subsequent Discovery of Facts
Existing at the Date of the Auditor’s Report")
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SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, A ll sec. 560.01, "Subsequent Events")
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, A ll sec. 530, “Dating of the Independent Auditor’s
Report")
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PROPOSED STATEMENT ON AUDITING STANDARDS
OMNIBUS STATEMENT ON AUDITING STAND ARDS-2002

Amendment to SAS No. 95, Generally Accepted Auditing Standards (AICPA,
Professional Standards, vol. 1, AU sec. 150.05)
1.
Statement on Auditing Standards (SAS) No. 95, Generally Accepted Auditing
Standards (AICPA, Professional Standards, vol. 1, AU sec. 150), provides guidance with
respect to the authoritative nature of generally accepted auditing standards (GAAS).
This amendment would clarify the status of appendices to SASs as being interpretive
publications. New language is shown in boldface italics.
.05
Interpretive publications consist of auditing Interpretations of the
SASs, Appendices to the SASs,2 auditing guidance included in AICPA
Audit and Accounting Guides, and AICPA auditing Statements of
Position. [footnote 3 omitted] Interpretive publications are not auditing
standards. Interpretive publications are recommendations on the
application of the SASs in specific circumstances, including engagements
for entities in specialized industries. An interpretive publication is issued
under the authority of the ASB after all ASB members have been
provided an opportunity to consider and comment on whether the
proposed interpretive publication is consistent with the SASs.
2.

This amendment is effective upon issuance.

Amendments to SAS No. 25, The Relationship of Generally Accepted Auditing
Standards to Quality Control Standards (AICPA, Professional Standards,
vol. 1, AU sec. 161.02 - .03), and SSAE No. 1, Attest Engagements (AICPA,
Professional Standards, vol. 1, AT sec. 101.17 - .18)
3.
SAS No. 25, The Relationship of Generally Accepted Auditing Standards to
Quality Control Standards (AICPA, Professional Standards, vol. 1, AU sec. 161), and
Statement on Standards for Attestation Engagements (SSAE) No. 1, Attest
Engagements (AICPA, Professional Standards, vol. 1, AT sec.101), are being amended
to clarify the relationship between Statements on Quality Control Standards (SQCS) and
engagements performed under SAS and SSAE. The amendments clarify that although
an effective quality control system is conducive to compliance with GAAS or attestation
standards, deficiencies in or noncompliance with a firm’s quality control system do not, in
and of themselves, indicate that an engagement was not performed in accordance with
the applicable professional standards. New language is shown in boldface italics;
deleted language is shown by strikethrough.

2 Appendices to SASs referred to in paragraph 5 of this Statement do not include
previously issued appendices to original pronouncements that when adopted modified
other SASs.
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Amendment to SAS No. 25, The Relationship of Generally Accepted
Auditing Standards to Quality Control Standards
(AICPA, Professional Standards, vol. 1, AU sec. 161. 02 - .03)
(Supersedes Statement on Auditing Standards
No. 4, Quality Control Considerations fo r a
Firm of Independent Auditors)1
.02
A firm of independent auditors also needs to comply with generally
accepted auditing standards has a responsibility to adopt a system of
quality control in conducting an audit practiced.1 Thus, a firm should
establish quality control policies and procedures to provide it with reasonable
assurance that its personnel comply of complying with generally accepted
auditing standards in its audit engagements. The nature and extent of a
firm’s quality control policies and procedures depend on factors such as its
size, the degree of operating autonomy allowed its personnel and its practice
offices, the nature of its practice, its organization, and appropriate costbenefit considerations.
.03 Generally accepted auditing standards relate to the conduct of individual
audit engagements; quality control standards relate to the conduct of a firm’s
audit practice as a whole. Thus, generally accepted auditing standards and
quality control standards are related, and the quality control policies and
procedures that a firm adopts may affect both the conduct of individual audit
engagements and the conduct of a firm’s audit practice as a whole.
However, deficiencies in or instances of noncompliance with a firm's
quality control policies and procedures do not, in and of themselves,
indicate that a particular audit engagement was not performed in
accordance with generally accepted auditing standards.

1 The elements of quality control identified in SAS No. 4 hav e been incorporated in
the body of Statement on Quality Control Standards (SQCS) No. 2, System o f
Quality Control for a CPA Firm’s Accounting and Auditing Practice [QC section 20],
issued by the Auditing -Standards Board. Firms that are enrolled in an Institute
approved practice monitoring program are obligated to adhere to quality control
standards established by the Institute. (SQCS No. 1 System of Quality Control for a
CPA F irm was superseded by the issuance of SQCS No. 2 [QC section 20]).
1 The elements of quality control are identified in Statement on Quality Control
Standards (SQCS) No. 2, System of Quality Control for a CPA Firm’s
Accounting and Auditing Practice (AICPA, Professional Standards, vol. 2, QC
sec. 20). A system of quality control is broadly defined as a process to

provide the firm with reasonable assurance that its personnel comply with
applicable professional standards and the firm’s standards of quality.
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Amendment to SSAE No. 1, Attest Engagements
(AICPA, Professional Standards, vol. 1, AT sec. 101.17- .18)
17. A firm of practitioners also needs to comply with the quality control
standards has a responsibility to adopt a system of quality control in the
conduct of a firm’s attest practice.6 Thus, a firm should establish quality
control policies and procedures to provide it with reasonable assurance of
conforming that its personnel comply with the attestation standards in its
attest engagements. The nature and extent of a firm’s quality control policies
and procedures depend on factors such as its size, the degree of operating
autonomy allowed its personnel and its practice offices, the nature of its
practice, its organization, and appropriate cost-benefit considerations.
18. Attestation standards relate to the conduct of individual attest
engagements; quality control standards relate to the conduct of a firm’s
attest practice as a whole. Thus, attestation and quality control standards are
related, and the quality control policies and procedures that a firm adopts
may affect both the conduct of individual attest engagements and the
conduct of a firm’s attest practice as a whole. However, deficiencies in or
instances of noncompliance with a firm's quality control policies and
procedures do not, in and of themselves, indicate that a particular
engagement was not performed in accordance with attestation
standards.
6 The elements of quality control are identified in Statement on Quality Control
Standards (SQCS) No. 2, System o f Quality Control for a CPA Firm’s Accounting
and Auditing Practice (AICPA, Professional Standards, vol. 2, QC sec. 20). A
system of quality control is broadly defined as a process to provide the firm

with reasonable assurance that its personnel comply with applicable
professional standards and the firm’s standards of quality.

4.

These amendments are effective upon issuance.

Amendment to SAS No. 47, Audit Risk and Materiality in Conducting an Audit
(AICPA, Professional Standards, vol. 1, AU sec. 312.34 - .41)
5.
SAS No. 47, Audit Risk and Materiality in Conducting an Audit (AICPA,
Professional Standards, vol. 1, AU sec. 312), paragraphs .04 and .09, requires the
auditor to consider adjustments individually and in the aggregate. Paragraphs .34
through .41 in the section entitled “Evaluating Audit Findings” do not indicate that the
auditor should evaluate misstatements individually and in the aggregate. This proposed
amendment would clarify the auditor’s responsibility with respect to evaluating audit
adjustments. New language is shown in boldface italics; deleted language is shown by
strikethrough.
Evaluating Audit Findings
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.34
In evaluating whether the financial statements are presented fairly, in all
material respects, in conformity with generally accepted accounting principles,
the auditor should consider the effects, both individually and in the
aggregate, o f misstatements that are not corrected by the entity., has not
corrected in a way that enables him or her to consider whether, in relation to
individual amounts, subtotals, or totals in the financial statements, they materially
misstate the financial statements taken as a whole. In evaluating the effects of
misstatements, the auditor should include both qualitative and quantitative
considerations (see paragraphs .08-.11). The consideration and
aggregation of misstatements should include the auditor’s best estimate o f
the total misstatements in the account balances or classes of transactions
that he or she has examined (hereafter referred to as likely
misstatements13) [original footnote 13 omitted], not just the amount of
misstatements specifically identified (hereafter referred to as known
misstatements). [original footnote 14 omitted] Likely misstatements
should be aggregated in a way that enables the auditor to consider
whether, in relation to individual amounts, subtotals, or totals in the
financial statements, they materially misstate the financial statements
taken as a whole. Qualitative considerations also influence the auditor in
reaching a conclusion as to whether misstatements are material.
.35
The aggregation of misstatements should include the-auditor's best
estimate of the total misstatements in the account balance or classes of
tr ansactions that he or she has examined (hereafter referred to as likely
misstatement [footnote 13], not just the amount of misstatements specifically
identified (hereafter referred to as known misstatement). [footnote 14] When the
auditor tests an account balance or a class of transactions and related assertions
by an analytical procedure, he or she ordinarily would not specifically identify
misstatements but would only obtain an indication of whether misstatement might
exist in the balance or class and possibly its approximate magnitude. If the
analytical procedure indicates that a misstatement might exist, but not its
approximate amount, the auditor ordinarily would have to employ other
procedures to enable him or her to estimate the likely misstatement in the
balance or class. When an auditor uses audit sampling to test an assertion for an
account balance or a class of transactions, he or she projects the amount of
known misstatements identified in the sample to the items in the balance or class
from which the sample was selected. That projected misstatement, along with the
results of other substantive tests, contributes to the auditor's assessment of likely
misstatement in the balance or class.
.36
The risk of material misstatement of the financial statements is generally
greater when account balances and classes of transactions include accounting
estimates rather than essentially factual data because of the inherent subjectivity
in estimating future events. Estimates, such as those for inventory obsolescence,
uncollectible receivables, and warranty obligations, are subject not only to the
unpredictability of future events but also to misstatements that may arise from
using inadequate or inappropriate data or misapplying appropriate data. Since no
one accounting estimate can be considered accurate with certainty, the auditor
13 The term lik e ly m isstatem ents includes any known uncorrected misstatements.

13

recognizes that a difference between an estimated amount best supported by the
audit evidence and the estimated amount included in the financial statements
may be reasonable, and such difference would not be considered to be a likely
misstatement. However, if the auditor believes the estimated amount included in
the financial statements is unreasonable, he or she should treat the difference
between that estimate and the closest reasonable estimate as a likely
misstatementand aggregate it with other-likely misstatements. The auditor should
also consider whether the difference between estimates best supported by the
audit evidence and the estimates included in the financial statements, which are
individually reasonable, indicate a possible bias on the part of the entity’s
management. For example, if each accounting estimate included in the financial
statements was individually reasonable, but the effect of the difference between
each estimate and the estimate best supported by the audit evidence was to
increase income, the auditor should reconsider the estimates taken as a whole.
.37
In prior periods, likely misstatements may not have been corrected by the
entity because they did not cause the financial statements for those periods to be
materially misstated. Those misstatements might also affect the current period's
financial statements. [footnote 15 omitted] If the auditor believes that there is an
unacceptably high risk that the current period’s financial statements may be
materially misstated when those prior-period likely misstatements that affect the
current period's financial statements are considered along with likely
misstatements arising in the current period, the auditor should include in
aggregate likely misstatement the effect on the current period's financial
statements of those prior-period likely misstatements.
.38 If the auditor concludes, based on the accumulation of sufficient evidential
matter, that the effects aggregation of likely misstatements, individually or in
the aggregate, causes the financial statements to be materially misstated, the
auditor should request management to eliminate the material misstatement. If the
material misstatement is not eliminated, the auditor should issue a qualified or an
adverse opinion on the financial statements. Material misstatements may be
eliminated by, for example, application of appropriate accounting principles, other
adjustments in amounts, or the addition of appropriate disclosure of inadequately
disclosed matters. Even though the aggregate effects of likely misstatements on
the financial statements may be immaterial, the auditor should recognize that an
accumulation of immaterial misstatements in the balance sheet could contribute
to material misstatements of future financial statements.
.39 If the auditor concludes that the effects aggregation of likely misstatements,
individually or in the aggregate, does not cause the financial statements to be
materially misstated, he or she should recognize that they could still be materially
misstated because of further misstatement remaining undetected. As the
aggregate likely misstatements increases, the risk that the financial statements
may be materially misstated also increases. The auditor generally reduces this
risk of material misstatement in planning the audit by restricting the extent of
detection risk he or she is willing to accept for an assertion related to an account
balance or a class of transactions. The auditor can reduce this risk of material
misstatement by modifying the nature, timing, and extent of planned auditing
procedures on a continuous basis in performing the audit. (See paragraph .33.)
Nevertheless, if the auditor believes that such risk is unacceptably high, he or
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she should perform additional auditing procedures or satisfy himself or herself
that the entity has adjusted the financial statements to reduce the risk of material
misstatement to an acceptable level.
.40 The auditor should document the nature and effect of aggregated
misstatements. The auditor also should document his or her conclusion as to
whether the aggregated misstatements cause the financial statement to be
materially misstated.
.41 In aggregating known and likely misstatements that the entity has not
corrected, pursuant to paragraphs .34 and .35, the auditor may designate an
amount below which misstatements need not be accumulated. This amount
should be set so that any such misstatements, either individually or when
aggregated with other such misstatements, would not be material to the financial
statements, after the possibility of further undetected misstatements is
considered.
6.

This amendment is effective upon issuance.
Amendment to SAS No. 70, Service Organizations (AICPA, Professional
Standards, vol. 1, AU sec. 324)

7.
Interpretation No. 6, Responsibilities of Service Organizations and Service Auditors
With Respect to Subsequent Events in a Service Auditor's Engagement, to SAS No. 70,
Service Organizations (AICPA, Professional Standards, vol. 1, AU sec. 9324.40-42),
includes guidance regarding subsequent events. This guidance currently states that “A
service auditor should consider inquiring of management” about subsequent events.
This proposed amendment would revise the guidance to state that “A service auditor
should inquire of management” about subsequent events and bring the guidance from
the Interpretation into SAS No. 70. This proposed amendment also rescinds
Interpretation No. 6. Boldface italic denotes new language.
Responsibilities of Service Organizations and Service Auditors With
Respect to Subsequent Events
.57
Changes in a service organization's controls that could affect user
organizations' information systems may occur subsequent to the period
covered by the service auditor's report but before the date of the service
auditor’s report. These occurrences are referred to as subsequent events.
A service auditor should consider information about two types of
subsequent events that come to his or her attention.
.58
The first type consists of events that provide additional information
about conditions that existed during the period covered by the service
auditor’s report. This information should be used by the service auditor in
determining whether controls at the service organization that could affect
user organizations' information systems were placed in operation, suitably
designed, and, if applicable, operating effectively during the period covered
by the engagement.
.59
The second type consists of those events that provide information
about conditions that arose subsequent to the period covered by the
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service auditor’s report that are of such a nature and significance that their
disclosure is necessary to prevent users from being misled. This type of
information ordinarily will not affect the service auditor’s report if the
information is adequately disclosed by management in a section of the
report containing "Other information Provided by the Service
Organization. ” If this information is not disclosed by the service
organization, the service auditor should disclose it in a section of the
report containing "Other Information Provided by the Service Auditor”
and/or in the service auditor’s report.
.60
Although a service auditor has no responsibility to detect
subsequent events, the service auditor should inquire of management as to
whether it is aware of any subsequent events through the date of the
service auditor's report that would have a significant effect on user
organizations. In addition, a service auditor should obtain a representation
from management regarding subsequent events.
Written Representations of the Service Organization's Management
.6157 Regardless of the type of report issued, the service auditor should obtain
written representations from the service organization's management that—
■

Acknowledge management's responsibility for establishing and
maintaining appropriate controls relating to the processing of transactions
for user organizations.

■

Acknowledge the appropriateness of the specified control objectives.

■

State that the description of controls presents fairly, in all material
respects, the aspects of the service organization's controls that may be
relevant to a user organization's internal control.

■

State that the controls, as described, had been placed in operation as of a
specific date.

■

State that management believes its controls were suitably designed to
achieve the specified control objectives.

■

State that management has disclosed to the service auditor any
significant changes in controls that have occurred since the service
organization's last examination.

■

State that management has disclosed to the service auditor any illegal
acts, fraud, or uncorrected errors attributable to the service organization's
management or employees that may affect one or more user
organizations.

■

State that management has disclosed to the service auditor all design
deficiencies in controls of which it is aware, including those for which
management believes the cost of corrective action may exceed the
benefits.
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■

State that management has disclosed to the service auditor any
subsequent events that would have a significant effect on user
organizations.

If the scope of the work includes tests of operating effectiveness, the service
auditor should obtain a written representation from the service organization's
management stating that management has disclosed to the service auditor all
instances, of which it is aware, when controls have not operated with sufficient
effectiveness to achieve the specified control objectives.
8.
This amendment is effective for reports issued on or after January 1, 2003.
Earlier application is permissible.
Amendment to SAS No. 85, Management Representations (AICPA Professional
Standards, vol. 1, AU sec. 333.06, and Appendix A)
9.
The exposure draft entitled Consideration of Fraud in a Financial Statement Audit
requires the auditor to make inquiries of management about fraud and the risk of fraud.
In support of and consistent with these inquiries, this proposed amendment would revise
the guidance for management representations about fraud currently found in SAS No.
85, Management Representations (AICPA, Professional Standards, vol. 1, AU sec. 333),
paragraph 6h, and Appendix A. New language is shown in boldface italics; deleted
language is shown by strikethrough.
h. Management's acknowledgment of its responsibility for the
design and implementation of programs and controls to
prevent and detect fraud
ih. Information concerning fraud that has been perpetrated on the
entity and any alleged or suspected fraud involving (1)
management, (2) employees who have significant roles in the
financial reporting process internal control, or (3) others where
the fraud could have a material effect on the financial statements8
j. Information concerning any allegations of fraudulent financial
reporting on the part of the entity received in
communications from employees, former employees, short
sellers, financial analysts, or others
Appendix A
Illustrative Management Representation Letter
2. If matters exist that should be disclosed to the auditor, they should be
indicated by listing them following modifying the related representation.
For example, if an event subsequent to the date of the balance sheet has
been disclosed in the financial statements, the final paragraph could be
modified as follows; “To the best of our knowledge and belief, except as
discussed in note X to the financial statements, no events have occurred
....” Similarly, iIn appropriate circumstances, item 97 could be modified as
follows: “The company has no plans or intentions that may materially
affect the carrying value or classification of assets and liabilities, except
8
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for itsour plans to dispose of segment A, as disclosed in footnote X to the
financial statements, which are discussed in the minutes of the December
7, 2019X1, meeting of the board of directors.” Similarly, if management
has received a communication regarding an allegation of fraudulent
financial reporting, item 8 could be modified as follows: “Except for
the allegation discussed in the minutes of the December 7, 20X1,
meeting of the board of directors (or disclosed to you at our meeting
on October, 15, 20X1), we have no knowledge of any allegations of
fraudulent financial reporting received in communications from
employees, former employees, short sellers, financial analysts, or
others."
6. We acknowledge our responsibility for the design and
implementation of programs and controls to prevent and detect
fraud.
76. We have no knowledge of any fraud that has been perpetrated on
the company or any alleged or suspected fraud involving There has
been no a. Fraud involving Management,
b. o r Employees who have significant roles in the financial reporting
process, internal control or
cb. Fraud involving Others where the fraud could have a material effect
on the financial statements.
8. We have no knowledge of any allegations of fraudulent financial
reporting on the part of the company received in communications
from employees, former employees, short sellers, financial analysts,
or others.
10.
This amendment is effective for audits of financial statements for periods
beginning on or after December 15, 2002. Earlier application is permissible.
Amendment to SAS No. 58, Reports on Audited Financial Statements (AICPA,
Professional Standards, vol. 1, AU sec. 508.65)
11.
SAS No. 58, Reports on Audited Financial Statements (AICPA, Professional
Standards, vol. 1, AU sec. 508.65), states that the auditor’s report on comparative
financial statements should be dated as of the date of completion of the most recent
audit. The guidance found in SAS No. 1, Codification of Auditing Standards and
Procedures (AICPA, Professional Standards, vol. 1, AU sec. 530.01, "Dating of the
Independent Auditor’s Report”), states that "Generally, the date of completion of the field
work should be used as the date of the independent auditor’s report.” This proposed
amendment would make the guidance in AU section 508.65 consistent with the guidance
in AU section 530.01 by using the term completion of fieldwork as opposed to
"completion of his most recent audit.” New language is shown in boldface italics; deleted
language is shown by strikethrough.
.65 The fourth standard of reporting requires that an auditor’s report contain
either an expression of opinion regarding the financial statements taken as a
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whole or an assertion to the effect that an opinion cannot be expressed.
Reference in the fourth reporting standard to the financial statements taken as a
whole applies not only to the financial statements of the current period but also to
those of one or more prior periods that are presented on a comparative basis
with those of the current period. Therefore, a continuing auditor [footnote 21text
omitted] should update [footnote 22 omitted] his the report on the individual
financial statements of the one or more prior periods presented on a comparative
basis with those of the current period. [footnote 23 omitted] Ordinarily, the
auditor's report on comparative financial statements should be dated as of the
date of completion of fieldwork fo r his the most recent audit.
12.

This amendment is effective upon issuance.

The following proposed amendments to Amendment to SAS No. 8, Other
Information in Documents Containing Audited Financial Statements, Amendment
to SAS No. 52, Required Supplementary Information, and SAS No. 29, Reporting
on Information Accompanying the Basic Financial Statements in AuditorSubmitted Documents address the appropriate reporting for supplementary
information.
Amendment to SAS No. 8, Other Information in Documents Containing Audited
Financial Statements (AICPA, Professional Standards, vol. 1, AU sec 550.07), and
Amendment to SAS No. 52, Required Supplementary Information (AICPA,
Professional Standards, vol. 1, AU sec. 558.08 and .10)
13.
SAS No. 8, Other Information in Documents Containing Audited Financial
Statements (AICPA, Professional Standards, vol. 1, AU sec. 550), and SAS No. 52,
Required Supplementary information (AICPA, Professional Standards, vol. 1, AU secs.
558.08 and 558.10), do not indicate whether an auditor may issue a report providing an
opinion, in relation to the basic financial statements taken as a whole, on supplementary
information and other information that has been subjected to the auditing procedures
applied in the audit of those basic financial statements. This amendment would clarify
that such reporting is allowed. New language is shown in boldface italics; deleted
language is shown by strikethrough.
Amendment to SAS No. 8, Other Information in Documents
Containing Audited Financial Statements
.07
If certain other information3 has been subjected to auditing
procedures applied in the audit of the basic financial statements, the
_ auditor may express an opinion on whether the information is fairly stated
in all material respects in relation to those financial statements. In those
circumstances, the auditor's report on the information should describe
clearly the character o f the auditor’s work and the degree of responsibility
the auditor is taking. The auditor may report on such information using the
guidance in SAS No. 29, Reporting on Information Accompanying the Basic
3 This information may include supplementary information required by generally accepted
accounting principles.
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Financial
Statements
in Auditor-Submitted
Documents
Professional Standards, vol. 1, AU sec. 551.12 and .14).

(AICPA,

Amendment to SAS No. 52, Required Supplementary Information
Circumstances Requiring Reporting on Required Supplementary information
.08 [Text omitted] 7
7When required supplementary information is presented outside the basic financial
statements in an auditor-submitted document, the auditor should disclaim an opin ion
on the information unless he has been engaged to examine and express an opinion
on it, may a) express an opinion on the information if engaged to examine the

information, b) report on such information using the guidance in AU section
551.12 and .14, provided such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements, or c) disclaim
an opinion on the information (see AU section 551.15 and .16).

.09 In conjunction with the audit o f the financial statements, the auditor
may subject the supplementary information to certain auditing procedures.
If the procedures are sufficient to enable the auditor to express an opinion
on whether the information is fairly stated in all material respects in
relation to the financial statements taken as a whole, the auditor may
expand the audit report in accordance with AU section 550.07.
.0910 If the entity includes with the supplementary information an indication that
the auditor performed any procedures regarding the information without also
indicating that the auditor does not express an opinion on the information
presented, the auditor’s report on the audited financial statements should be
expanded to include a disclaimer on the information or, if appropriate, an
opinion on whether the information is fairly stated in all material respects
in relation to the financial statements taken as a whole.
.10 11 Ordinarily, the required supplementary information should be distinct from
the audited financial statements and distinguished from other information outside
the financial statements that is not required by GAAP the FASB, GASB, or
FASAB.
However, management may choose not to place the required
supplementary information outside the basic financial statements. In such
circumstances, unless it is audited as part of the basic financial statements,
the information, should be clearly marked as unaudited. If the information is not
clearly marked as unaudited, the auditor’s report on the audited financial
statements should be expanded to include a disclaimer on the supplementary
information.
14.

This amendment is effective upon issuance.
Amendment to SAS No. 52, Required Supplementary Information (AICPA,
Professional Standards, vol. 1, AU sec. 558.02)

15.
The applicability paragraph to SAS No. 52, Required Supplementary Information
(AICPA, Professional Standards, vol. 1, AU sec. 558), as currently written does not
include such items as AICPA Industry Audit and Accounting Guides, which are
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considered GAAP as described in SAS No. 69, The Meaning o f Present Fairly in
Conformity With Generally Accepted Accounting Principles (AICPA, Professional
Standards, vol. 1, AU sec. 411), as amended. This amendment would include all
sources of GAAP in the applicability section of SAS No. 52. New language is shown in
boldface italics; deleted language is shown by strikethrough.
.02
This section is applicable in an audit in accordance with generally
accepted auditing standards of financial statements included in a document that
should contain supplementary information required by generally accepted
accounting principles (GAAP) FASB, GASB, or FASAB. However, this section
is not applicable if the auditor has been engaged to audit such supplementary
information2
2This section is not applicable to entities that voluntarily present supplementary
information not required by generally accepted accounting principles (GAAP) the
FASB, GASB, or FASAB. For example, entities that voluntarily present supplementary
information on the effects of inflation and changes in specific prices, formerly required by
FASB Statement No. 33, Financial Reporting an Changing Prices, are guided by AU
section 550, Other Information in Documents Containing Audited Financial Statements.

16.

This amendment is effective upon issuance.

Amendment to SAS No. 29, Reporting on Information Accompanying the Basic
Financial Statements in Auditor-Submitted Documents (AICPA, Professional
Standards, vol. 1, AU sec. 551.12 and .15)
17.
The current guidance on supplementary information is silent as to whether the
auditor is permitted to report that Required Supplementary Information in an auditorsubmitted document that is neither incomplete, nor otherwise deficient, is fairly stated in
relation to the basic financial statements taken as a whole. This amendment would
revise the guidance in SAS No. 29, Reporting on Information Accompanying the Basic
Financial Statements in Auditor-Submitted Documents (AICPA, Professional Standards,
vol. 1, AU sec. 551), paragraph .15 (which has been split and revised as paragraphs .15
and .16), and delete footnote 6 to clarify the reporting guidance with respect to required
supplementary information. New language is shown in boldface italics; deleted
language is shown by strikethrough.
.12 [Text omitted] 6
form of reportin g is not appropriate with respect to supplementary information
required by the FASB (see paragraph .15).

Supplementary Information
Pronouncements

Required

by

GAAP

FASB— or— GASB

.15 When supplementary information required by GAAP the FASB or GASB is
presented outside the basic financial statements in an auditor-submitted
document, the auditor should disclaim an opinion on the information unless may
a) express an opinion on the information if the auditor he has been engaged
to examine the information, and express an opinion on it, b) report on the
information using the guidance in paragraphs .12 and .14, provided such
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information has been subjected to the auditing procedures applied in the
audit of the basic financial statements, or c) disclaim an opinion on the
information. [footnote 7 omitted] The following is an example of a disclaimer an
auditor might use in these circumstances:
The [identify the supplementary information] on page XX is not a
required part of the basic financial statements but is
supplementary information required by the Financial or
Governmental Accounting Standards Boards. We have applied
certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and
presentation of the supplementary information. However, we did
not audit the information and express no opinion on it.
.16 Also, t The auditor's report should be expanded in accordance with AU
section 558, Required Supplementary Information, paragraph .08, if (a)
supplementary information that GAAP the FASB or GASB requires to be
presented in the circumstances is omitted, (b) the auditor has concluded that the
measurement or presentation of the supplementary information departs
materially from guidelines prescribed by GAAP the FASB or GASB, (c) the
auditor is unable to complete the procedures prescribed by section 558, or (d)
the auditor is unable to remove substantial doubts about whether the
supplementary information conforms to prescribed guidelines.
18.

This amendment is effective upon issuance.

The following proposed amendments to SAS No. 1, Codification of Auditing
Standards and Procedures, AU sec. 561.03, "Subsequent Discovery of Facts
Existing at the Date of the Auditor’s Report;” AU sec. 560.01, “Subsequent
Events;” and AU sec. 530.03- .05, “Dating of the Independent Auditor’s Report”
clarify the auditors responsibility with respect to subsequent events.
Amendment to SAS No. 1, Codification of Auditing Standards and Procedures
(AICPA, Professional Standards, vol. 1, AU sec. 561.03, "Subsequent Discovery of
Facts Existing at the Date of the Auditor’s Report")
19.
SAS No. 1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 561, "Subsequent Discovery of Facts Existing at
the Date of the Auditor’s Report"), paragraph .01, and the title to the section, refer to
subsequent discovery of facts existing at the date of the auditor's report. The wording of
AU section 561.03, however, implies that the auditor’s responsibility extends through the
date of issuance of the report. This is inconsistent with the intent of the section. The
proposed amendment to AU section 561.03 would clarify the auditor’s responsibility with
respect to subsequent events. This amendment also inserts a footnote into paragraph 1
to cite the appropriate guidance in the situation when the issuance of the financial
statements has not occurred. New language is shown in boldface italics; deleted
language is shown by strikethrough.
.01
The procedures described in this section should be followed by
the auditor who, subsequent to the date of his report upon audited
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financial statements, becomes aware that facts may have existed at that
date which might have affected his report had he then been aware of
such facts.1
.02

[Text omitted]

.03 After he has issued the date of his the report, the auditor has no
obligation [footnote 1 omitted] to make any further or continuing inquiry or
perform any other auditing procedures with respect to the audited
financial statements covered by that report, unless new information which
may affect his the report comes to his or her attention. In addition, this
section does not apply to situations arising from developments or events
occurring after the date of the auditor’s report; neither does it apply to
situations w here, after issuance of the auditor's report, final
determinations or resolutions are made of contingencies or other matters
which had been disclosed in the financial statements or which had
resulted in a departure from the auditor's standard report.
20.

This amendment is effective upon issuance.

Amendment to SAS No. 1, Codification of Auditing Standards and Procedures
(AICPA, Professional Standards, vol. 1, AU sec. 560.01, "Subsequent Events")
21. SAS No. 1, Codification o f Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 560, "Subsequent Events”), paragraph .01,
currently defines subsequent events in terms of the date of issuance of the auditor's
report. In order to make the auditing standards consistent with accounting standards,
meaning, Financial Accounting Standards Board (FASB) Statement of Financial
Accounting Standards No. 5, Accounting for Contingencies, this proposed amendment
would delete the reference to the auditor's report from the definition of subsequent
events as follows (strikethrough denotes deletion).
.01 An independent auditor's report ordinarily is issued in connection with
historical financial statements that purport to present financial position at a stated
date and results of operations and cash flows for a period ended on that date.
However, events or transactions sometimes occur subsequent to the balancesheet date, but prior to the issuance of the financial statements and auditor's
report, that have a material effect on the financial statements and therefore
require adjustment or disclosure in the statements. These occurrences
hereinafter are referred to as subsequent events.
22.

This amendment is effective upon issuance.

Amendment to SAS No, 1, Amendment to SAS No. 1, Codification of Auditing
Standards and Procedures (AICPA, Professional Standards, vol. 1, AU sec. 530.03
- .05, “Dating of the Independent Auditor’s Report”)

1If the financial statements have not yet been issu ed ,see the guidance found in AU
section 560, “Subsequent Events.”
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23.
SAS No.1, Codification of Auditing Standards and Procedures (AICPA,
Professional Standards, vol. 1, AU sec. 530, "Dating of the independent Auditor's
Report"), provides guidance regarding the dating of the independent auditor’s report.
When discussing the time frame with respect to subsequent events, the current
guidance refers to the date of issuance of the auditor’s report. This amendment clarifies
that the date referred to is the date of issuance of the related financial statements. New
language is shown in boldface italics; deleted language is shown by strikethrough.
.03
In case a subsequent event of the type requiring adjustment of the
financial statements (as discussed in AU section 560.03) occurs after the date of
the independent auditor's report but before it's the issuance of the related
financial statements, and the event comes to the attention of the auditor, the
financial statements should be adjusted or the auditor should qualify his
opinion. [footnote 2 omitted] When the adjustment is made without disclosure of
the event, the report ordinarily should be dated in accordance with paragraph
.01. However, if the financial statements are adjusted and disclosure of the event
is made, or if no adjustment is made and the auditor qualifies his
opinion, [footnote 3 omitted], the procedures set forth in paragraph .05 should be
followed.
.04
In case a subsequent event of the type requiring disclosure (as discussed
in AU section 560.05) occurs after the date of the auditor's report but before the
issuance of the related financial statements his report, and the event comes to
the attention of the auditor, it should be disclosed in a note to the financial
statements or the auditor should qualify his opinion. [footnote 4 omitted] If
disclosure of the event is made, either in a note or in the auditor’s report, the
auditor would date the his report as set forth in the following paragraph.
.05
The independent auditor has two methods available for dating the his
report when a subsequent event disclosed in the financial statements occurs
after completion of fieldwork but before the issuance of the related financial
statements his report. The auditor He may use "dual dating," for example,
"February 16, 2019 , except for Note
, as to which the date is March 1,
2019,"
or he may date the his report as of the later date. In the former
instance, the his responsibility for events occurring subsequent to the completion
of his fieldwork is limited to the specific event referred to in the note (or otherwise
disclosed). In the latter instance, the independent auditor's responsibility for
subsequent events extends to the date of the report and, accordingly, the
procedures outlined in AU section 560.12 generally should be extended to that
date.
24.

This amendment is effective upon issuance.
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